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BUSH’S SECOND TERM

From Foreign Affairs, Vol. 34 NO 1,

January - February, 2005

Jeffery E. Garten, Dean of the Yale School of
Management. _
Formerly a Managing Director of the Blackstone
Group, he also served in the Nixon, Ford, Carter, and
Clinton administrations.

This situation could easily change in Bush's second
term. The president came into office facing a pro-
Jjected $5 trillion budget surplus over the next decade.
Today, the ten-year projection is for a more than $2
trillion deficit that is before spending on any of the
new initiatives planned for the second term is taken
into account. President Bush has said he will make his
tax cuts permanent, adding another $2 trillion to the
deficit over the next decade. He also wants to privatize
part of Social Security in a way that would add tril-
lions in transition costs. He has said his upcoming tax
reforms will be revenue neutral, but if the administra-
tion's past performance is any guide, they could easily
end up leading to even more tax breaks. Moreover, the
administration has been weak in controlling spending
and resisted imposing strict spending guidelines. With
a smaller Democratic resistance in Congress, there is
now likely to be even less resistance to these trends.
All the while, the United States is relying heavily on
foreign investors, particularly Asian central
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banks that are now buying about a third of all U.S.
treasury obligations, to fund its deficits as well as a
good part of new investment in the United States.

1 Under these circumstances, the possibility of a finan-

cial crisis that forces the Bush administration
quickly to reassess its policies cannot be discounted,
to say the least. Such a crisis would ensue if foreign
leaders were to change their investment patterns,
spending more on their own economies or shifting
funds to the euro or other assets. Were this to hap-
pen, a currency crisis could force the United States
to jack up interest rates to make lending and invest-
ing more attractive. That, in turn, could cause a re-
cession. If and when a crisis occurs, the administra-
tion will be forced to work with Congress on an
emergency fiscal package to show international in-
vestors it is taking remedial action, as happened in
the Reagan years. Simultaneously, it would be seek-
ing help from foreign governments to support a dol-
lar rescue operation.

The implications for what could ensue would affect
much more than fiscal and monetary policy, and it
could scuttle more than Bush's plans for tax and So-
cial Security reform. Budget pressure dictated from
abroad could affect the size and composition of the
U.S. armed forces and put excruciating pressure on
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United States to solicit military help from other
countries. It could reduce funds available for every-
thing from homeland security to education. In sum,
the refusal of international investors to support out-
of-control U.S. fiscal policies could become the de-
fining event of Bush's second term.

MOVING QUICKLY

The Bush administration has very little time if it is to
change the pattern of its first term and devote ade-
quate attention to international economic policy.
Certain dynamics characterize the second term of
any administration. There is significant turnover of
the best people, fatigue among those who stay, and,
after the midterm election, a whole exodus of more
talent. In addition, global economic issues could
soon be crowded out by both a pressing foreign pol-
icy agenda (Iraq, Iran, North Korea, the Israeli-
Palestinian conflict) and a set of high-profile domes-
tic initiatives (Social security reform, tax reform, su-
preme Court nomination).

At the same time, the currents of globalization are
moving fast, and the longer the administration subor-
dinates international economic policy, the more diffi-
cult the subsequent challenges will become. For ex-
ample, global financial markets are growing at expo-
nential rates, and the risks inherent in them are be-
coming infinitely more difficult for policy makers to
understand. Between April 2001 and April 2004,
daily global turnover in traditional foreign exchange
markets increased 57 percent to $1.9 trillion, while
daily turnover of complex derivatives grew by 77
percent to $1.2 trillion.

The rise of China and India, the problem of Europe's
competitiveness, the unrest in Islamic society around
the world, the imminence of aging as a major global
issue, the growth of complex corporate supply chains
that straddle the globe, the spread of infectious
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across borders - these are just some of the trends that
accelerated during the first Bush administration. At
some point, the absence of an involvement commensu-
rate with U.S. power and U.S. interests will take its
toll on the United States and the world. If the Bush
administration recognizes what the global economy is
about, if it understands the links to foreign and domes-
tic policy, if it cares enough about the United States’
long-term foreign policy and economic interests, then
it will move quickly to change its pattern of neglect.

WORKER PRODUCTIVITY

Mark Trahant, P.I. editorial page editor, brought out
some recent figures on U.S. worker productivity.
They strikingly show what is going on in the Bush-
corporate economy. It is an economy for, by and of
the transnationals. They prosper at the expense of
workers, as Trahant's figures show.

For instance, Trahant writes:

"Last summer, for example, the Economic Policy In-
stitute, a liberal think tank, compiled numbers that
show productivity is one of the bright spots in the cur-
rent economy up nearly 11.1 percent since 2001).
{think "forty cans an hour" on the waterfront} This is
a critical measure for economists - and this number is
so strong that under normal conditions it would mean
more money going into
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UNIVERSITY OF WASHINGTON

Margaret Levi

Jere L. Bacharach Professor of International Studies
Department of Political Science

July 9, 2005

Dear Brothers and Sisters:

David Olson, our beloved colleague and the inaugural Harry Bridges Chair in labor Studies, is retiring from
the University of Washington. after 31 years. He will continue to be active in the academic, labor, and political
communities of the region, but we are eager to use this turning point in his life to recognize his long years of
service to us all. We are pleased to report the establishment of the David J. Olson Endowment in the Depart-
ment of Political Science to provide support for students doing scholarly work on state, regional, city and labor
politics. While the Department of Political Science will administer the, fund, it will do so in close collabora-
tion with the Harry bridges Chair and The Center for Labor Studies.

An endowed fund is permanent, a way to continue to recognize quality work by students in precisely those ar-
eas in which David has so long been involved. It is also, most importantly, a way to recognize David's consid-
erable achievements and contributions. An endowment ensures that UW students will forever remember and
be influenced by Professor David J. Olson.

Thanks to an initial donor, whose contribution has been matched by the University, the endowment now exists.
With that contribution and extant pledged, we have raised approximately $20,000 already. Our goal is to reach
$50,000 by the end of the calendar year

We are turning to you, friends of David Olson in the labor community, to help us reach our goal. Please con-
tribute as much as you can to this important aid to students and continuing memorial to David. We've attached
a contribution form, and we are happy to meet with you or talk with yo about what you can do and how we can
help you do it. “

Sincerely,

Margaret Levi Stephen Majeski

Professor, Political Science Professor and Chair, Political Science
Harry Bridges Chair Emeritus

Seattle ILWU Pension Club, Minutes of August 1, 2005.

"M/S/C: That we support the David J. Olson Endowment. That we ask readers of the Rusty Hook to send con-
tributions to us and we will consolidate and pass them on to the University of Washington from our organiza-
tion."
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David J. Olson Endowment Fund
In support of students doing scholarly work on state, regional, city and labor politics.

Name:

Address:

%25  $50 _ $100 _ $250 ___ Other

Make check payable to: University of Washington
Foundation For: David J. Olson Endowment.

Make check like this

Date
L
Pay. o the ' University of Washington Foundation § _ S
WATERPRONT FEDE
Ay
cmo David J. Olson Endq\_ygpent -

Send Check and this completed page to:

Seattle ILWU Pension Club
3440 E. Marginal Way S.
Seattle, WA 98134-1132
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